S

< = Approved For Release 2000/3872¢:: CIA-RDP79-01082A8001506F0d423

;‘ o ' FAR EAST / FACIFIC ERANCH ‘pocument NO. __ .
' ' Y
. S 0: T8 5 ¢
o : CLILRAL AUTH:  Hi 70-%1 —
' ' : }DATE{LIL:‘, ﬁ:‘x:*.’s::'v,«,-':;"-:: _372&_;3
LCAF: CONTLRENCE » . -

United Notions Leemonie Comniesicn for Asia and She Fex Dast, wesebing in
Baguio since Hovember 24, Legan gorions cecnsideration of dsian's needs after
1engthy debate on seating the Siamete and Indonesian delegoiiong, Although
mcated by the Comalssion, with the rescrvation that such accsptoncs did mob :
imply recognition of the new Siansse reglome, the Slamces aelepation wlthdraw i
from the conforence alleging that Stan hod been elightod by Lssues yolssd In
the prolongsd discussions. The delegation of the Indesiesisa Republie alse ?
withdrew after the Ceomilssica postponed consideration of ite statug,

The absence of Slan frem the conleronci, U
chances for auccess of auy soiublon te the resd shopiage yeoblem cxistent In
the Far Lasbt today because Siam-is ous o ths mijer surplus rice sreas copable
of eontributing to the alleviaticn oi this problen
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Mothnebt Davis, Chicf of ths US Dedemiion, on Deeadesd 3 preseated 8 ten—
point program, emphagising incressed prodnction and mors eraitanls distribution
of foodsturfs, to implomeni LOAFL cbiootives, Ho vemnlmed non-commibial on Hhe
cuestion of US assistance and repucbedly stolsq bis bolioved Agian notions, could
with proper assislance, pull hemselves ap wAth thely o bootstraps 1O an GEw
tont nod possible in lurcpe. Thie stotenmnt waz in striliing contrast with

 President Roxas' opsning address ealling for & Marshall Flan® for Asla,

The Commission, on Docember L, vorod for a compiehensive survey of Totd
supplles and agrieultural presources of partieipating natlcns, The propesal.
calls for regicnsl es2f-help and a freer exchange of comicdities in the Fap
Last, ' ' f - ‘ . ,
" . i
FAR BAST.RN COLINFORM , ‘ ‘
Highly guestionable sources eontinus to report the formaiion of o Cominform |

in the Fap Last. Xosquito newspapors and nows organs ceatrolled by the eight
wing of the Chineze Kuordntang have ctated that 2 meeting of the Far Last Cozin~-
form has alrsady been held, with the hesdguarters sliermatively reporied as Hope . |
bin, Vladivestok, and Khaboroysks, Yoot of these reports pagribe & Jeading role
to the Chinese Commmist Yariy. However, ths US Emdassy in Lisgcow bas exprocsed
the opinion that the Chinsse Commmnist Farty would not be likely to taka ths leod
epenly in orgonizing the Comrmnist parties of the Fav Last until after complote
coggolidation of Chinese Commnist contvol in Menchusia; 55311 %o the indefinlbe

- future, In any event, very 13tile erodense con be gliven o such reporbes until
some soiid confirmticen is forihceninge o : :
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NCRTHLRN LIVISICN
JAPAN
(No- cont.ributionj ."
KOREA

(No contribution). |
MILITARY CHINA DIVISION

Nationalist forces have made some local pains in the southern purt of
Manchuria, but military activity has been relatively cuiet during the week
in both Manchuria and North China. In the Shantung peninsula, however, the
Chinese Commnists have recovered almost all the points lost to the Nationalists
in the offensive last autum, with the exception of Chefoo and laiyang.
d

According to press reports the Chinese Communist forces under ﬁiu FPo=cheng
have launched a new offensive north of Hankow, but its aim and prospects of
success cannot yet be determined. .

A reshuffle of the Nationalist high command has been in progress for several
weeks, but its final form is not yet cleur. while Chen Cheng, the Chief of
Staff, remains in cormand in Kanchuriz, a new headguarters at Kiukiang on the
Yangtze hus been set up under lai Chung~hsi, Ministcr of National Defense, to
cope with the new Commnist threat in the Central China area, northeast of /
Hunkow, Fu T6o-yi, has been placed in military coreaand in North China as well
as Inner liongolia. Appurently Ku Chu-tung and lu Tsung-nan are not affected in
these changes, and retuin their military comrands over (1) eastern Funghai Rail- v/
way and Shantung province, and (2) Shensi province, respectively.

INTLRNAL FOLITICAL

Election results are still ihcomplets, with the delay in announcement of
results moking the postponement of election of the Fresident of the Republic
by the National Assembly likely. 4 quorum of delegutes will probably not be
assenbled until about 15 Januury 1%48. o

General Fu Tsowl, capable Nationalist Covermoent general, has assuned his
duties as comamander in chief of the "North China Bandit Suppression Headquarters.”
His appointment comes on the heels of a "loyalty purge" conducted by secret
police which undercut the pover of the Governor of Hopel Frovince, Sun Lien~chung.
Sun remains as governor but he has now surrendered most of his military power,
Fu's ability to change the course of military everts in North China, hovever,
remains contingent upon a number of larger factors, :
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The pleblscite regarding independence from China, held in Outer Mongoliz

in October 1945, pursuant to the Sino-Soviet Treaty, was exteribes to areas '
such as Hailar (ﬂanchm'ia) and reitashan (Sinkiang) beyendl the ususlly accepted
boundaries of Cuter Mongolia. The Chinese delegztion at Ulan Bator, following
the instructions of Chimng Kai-s did not sign or certify the election re-
sults, but raised no objections at the time in order not to provoke an incident
and thus risk accusafion of viol:ting the Yalta Agreement becsuse of a minor

ce of trickery. In mking thia revelation recently to the US Ambassador

s the Chinese Vice Hinister of Forelgn Affairs said the National Governe

ment has merely acceded to o de facto situntion and therefore rescrves its’
rights vis-z-yis any districts outside the usally accepted boundaries of Outer

. Mongolia, . |
, N _ . . .
\}5‘,«5 l‘f’\" y whenever it suits Soviet purposeg this plebiscite my provide & useful legal
Py ’1 pretext for cxtending the frontiers of the Mongolian Feople'’s Hepublic at the

. .
v (1(,01 expense of China, The National Government's emphasis on the Feitashan incident
} Wﬂ” o lof last June is to be viewed against this background, ,

~ Sinkiang's uoundary is also uncertain near the southwest extremity of the
- province where China, Afghanistan, the US'R end Indis meet, Some maps show that
YX w“);u\& Sinkidng and Afghangstan touch, thus sepuruting the USSR from India by a narrow
strip of Chincse territory, but other maps show a gap of some 20 miles between
o 3\, China and Afghanistan, Indian Government circles believe that the latter repre-
: ¥ sents the true state of affairs, and that, for this short distunce at leas$, the
; 1,“;,,5 ‘Af pnt USSR and Kashmir are contiguous, The whole q:xestion is somewhat academic, however,
f ;}» i~ Tor in this small area the Himalpyas attain an altitudepof more than 28,000 ft v/
4 Y and constitute an almost imassable burrier betveen the USR and Indie.
' ’ |

.‘t}‘ " ' ’ l
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. . ' ’ !’ 1 .
o Significant events of the week in Chineese foreign relaticns include S}.éhina, v
in its reply to the Soviet proposal that a Four Power Copferencs be held in
China to consider the Japanese Feuce Tre:zty, relterated its previous stend that
the composition and voting procedure of the sonference should follow those of
the Far Lastern Commission. The Chinese Fareign Minister told Ambassador Stuart ,
that the Conference could be hald in China Af the other séskes cgreed, but if not,
- it should be in jiashington; He further stated,in connectier :#“h the Japanese
Feace Treaty, that the US did not apprecidts the pressure om the Chinese Govern-
ment exerted by Chiness public opinion which fears a resurgent Japan, or. that

brought. to bear by the USSR,

(2) Chiang Kai-shek, in commenting cn US policy in Japan, refuted the idea that
the US is supporting the rebullding of an apgressive dapan, This public stute-
ment is of considerable. interest because of the numerous expressions by Chinese
public opinion of the fear of & resurgent Japan under US pelicy.

(3) A Chinese delégate _h_é_s been named to the six-nztion werking group of the
: & UN Trusteeship Committee to make plans for the government of Jerusalem as an
internaticnal elty. At the same tine, China was sounded out unofficlally by

3 St O R T e
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by the Sanking goverument , China had previoubly abstained in the General
Aesembly vote on the partitlon of the area, :

(4) Victor Hoo, an assistant secretarysgeneral of the UM, has bsen appointed
as head of the Secrstariat for the nintenation Xoresn Independence Commisslon.

(5) Chins and the Netherlands migned an air agreement at Nanking on 5 Dec,,
for opening comzereizal air service between China and Dutch metropo-
litan and colonial serritory. .

(6) China and the US signed on 8 Dec. an agreement for the transfer of surplus
naval vessels to the Chinese Government, as provided by Congressiomal Act of
HCONOIC |
] 1 To stem inflation the ILxecutive Tuan is expected to impose new

_ measure$ on a mation-mide scale, A top level economle authority, to be headed
by GIIC!'s son Chijeng Chingeio, 1s reporiediy bsing formed in an attempt to
‘restrict benk loans, overdrufts, flow of idle capitsl, io extend raticning in
large cities and ourb fllepal exchange trsneactions, The Central Bank's tight,
money pokiey, combined with news of drastic¢ anti-inflation measures, put 3 tenw
porary halt on pricos and black market during the weck, Commodity prices declined

slightly after reaching a peak on 27 Nov. The black market exchange louveled off /
from a high of 150,000 on 28 Nov. to 185,040 on 6 Des, ’

Foreign Trade : $he Shanghai Customs has not reloxed its controls over unlie
. oens sufficiently to intluce importers concerned to sell to the Governe
ment on the ewt®e Covernment's proposcd doferrgd-payment plan. These impoundsd v
reported to be in excess of US{AL million, involee cost, are principally
Lﬂi,. miterials, and thus urgently needed by China, In the absence of &
mm%ﬁéﬁm payment plan, which is expected but not yot in sight, 2 v/
“majority of the importers are preporing to exercise their option to re-sxport
the commodities out of China,

K Assetas Another effort to induce the Natlonal Government to call
tn Thinese priva held forelign exchange assets hos reportedly bsen made, in
the form of a National hconogdle Council proposal to matiomalize gold bullion and
foreign currencies, These priw:te resources are Sonservetively estimited in the
neighborhood of US{500 million, with ome third probably in China itdelf, How-
‘sver, obstatles to such a plan would be: (1) lack of support by influential
wealthy Chinese, meny of vhom cocupy key positions in the Notiomal Governmsnt,
(2) lack of enforcement policy, and (3) lack of general voluntary response, as
previcusly mnifested, Nevertheless, the Government may eventuully decide to
adopt & mationalisation plan as a last-resort measure, iith suffielent pressure
from Chiang Kaieshek himself, aush 2 move might Mring substontial sums into the

" Government's officinl reserves; even a tokentof 10% {USUSD million) would be v/
beneficial, General emforcement is possible /st leact within Chinn where such
assets could be traced, and pressure brought/ e besar on “hold-oute,®

Aviation: It is reported that Gen, Chenne ey obtain a franchise for
a regular commercial airline, This report, linked in some degree with the
many econondc development plans emanating from South Chinma sinece T.V} Soong's
assumption of the governorship of Kmangtung, reveals that this franchise was

ApampiesiFp Rekaas 6c20 08/08/ 28 : CilieRD Pixb08 2400010004064t 301 Trans-
port Corporation, but hes not been used since the wvur,
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¢ Recent inform indicates that rice production in Taiwen
or reach about 1.20 million metric tons which is about 90% of
prewar on the local market, .

SCUTHRN DIVISION
| EHILII DEE DS

Nearly complete retumms of the Fhilippine ‘general elections of 1l
November indicate that the Liberal Farty has increased its majority
4n the Senats and hes retained its strength in the provinces. According
to the latest officisl count, President Roms'! party has won seven of
eight senatorinl seets and thirty-seven of the forty-five provincial go-
vernorships on which returns are almost carplete, However, nearly a month
has passed since elections were held and the final official count of votes
has not yet been released, leamwnile coalesced minorities continue to charge
the Liberal larty with election irregularities, :

A possibly significent development stimleted by the elettions 1s the
disunity within the liberal Party. It was noticeably apparent during the
pre-elsction chmpaign when disagreement arose over various gubernetorial
candidates, Since 11 November it has continued with Senmate Fresident Avelino
and Secxetury of Interior Zulueta leading opposing factions. Although the
situation is not omt of hand, it tonds to have a weakening effect upon the
party. _ :

. BURMA

A Chinese Ministry of Interior spokesman has recontly announced that China
intends to claim the undemarceted territory, between Yunnan Frovince and
Burma bounded by Kungshan Pass, the Hukawng River, and the Patkai Range.

He based the Chinese claim on $he historical evidence that the area belonged,
to China a thousand years ago. This clain would be difficult to justify but
nevertheless is scmewhat ominous because 2 thousand years ago not only Burma/
but also several Western Europecan countries as well were listed in Chinese '
chronicles as tributary dependents of China, The Burmese have often expressed.
the fear of Chinese domination and have been deeply concerned over this par-
ticular border problem, Agriculturally and industrially the area 1s not
considered valuable, but may be rich in metals and gems. There have been
several reports of Chinese infiltration into Burma, and the Chinese could un-
doubtedly move in and take control of the area with little or now¥ resistance
from the Durmese. The Chinese claim, however, is considered to be purely
nfor the record,"” for the time being at least, in arder to pave the way for
official megotiations shortly after the Burmese achieve independence,
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